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ABSTRACT 

This study examined earnings inequality for college and 
university faculty, using data from the National Study of Postsecondary 
Faculty to examine whether earnings for this group increased from the late 
1980s to the late 1990s. The study was the first to decompose faculty 
earnings inequality into the proportion of the earnings inequality that is 
attributable to differences in earnings across institutions and the 
proportion of earnings inequality that is attributable to differences within 
institutions. It attempted to identify sources of the growing earnings 
inequality within institutions. Data analysis indicated that overall earnings 
inequality among college and university faculty increased from the late 1980s 
to late 1990s. This increase was the product of both increases in between- 
institutions earnings inequality, as well as to increases in within- 
institution earnings inequality, even conditional upon rank, tenure status, 
experience, seniority, gender race, citizenship, and field of specialization. 
Overall, the dispersion of earnings among observationally equivalent faculty 
has increased. (Contains 14 references.) (SM) 
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Increasing Earnings Inequality in Faculty Labor Markets 



From the late 1980s to the late 1990s, U.S. college and university faculty 
experienced increasing earnings inequality. This rising dispersion in 
earnings is the result of both increasing earnings inequality between 
institutions, even within sectors of higher education, and within 
institutions, even conditional on rank, tenure status, demographic 
characteristics, and field of specialization. Existing studies that only 
examined between institution differences in average earnings 
underestimate both the level and increase in earnings inequality. 



I. 



Introduction 



From the 1970s through the 1990s the United States experienced a significant increase in 
earnings inequality. A number of studies have attempted to document the widening of the 
earnings distribution and to investigate the underlying causes of this trend (see Welch (2001), 
Gottschalk and Moffitt (1994), and Levy and Mumane (1992)). This widening earnings 
distribution has been the product of both increased earnings inequality across groups, such as 
college educated and high school educated workers, and increased earnings inequality within 
these groups. 

This study examines earnings inequality for a narrow slice of this labor market — college 
and university faculty. There are a number of reasons one might expect that faculty labor 
markets are immune to changes in the broader labor force. First, faculty tend to be highly 
educated, with most faculty holding a masters or doctoral degree. Increases in earnings ine 
quality may not be as pronounced within this small group of the labor force. Second, many 
faculty are employed by publicly controlled institutions. If earnings inequality is primarily a 
private sector phenomenon than the presence of such a large percentage of faculty employed by 
public institutions may act to restrain increases in earnings inequality. Third, and perhaps 
primarily, the tenure system in higher education may so significantly alter the employer- 
employee relationship that earnings in higher education do not always follow the patterns of the 
overall labor market. For example, the primary reward for performance in higher education is 
the granting of tenure, or job security, while in most labor markets the reward for performance 
comes in the form of higher earnings. As a result of the peculiarities of faculty labor markets 
one might expect that the increases in earnings inequality experienced in the overall labor force 
have not permeated the academic labor market. 
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On the other hand, there are reasons to believe that faculty labor markets have also 
undergone increases in earnings inequality. Because higher education has to compete for faculty 
with employers outside of academia, it may be the case that the growing disparity of opportunity 
costs among faculty has led to growing earnings inequality among faculty, as well. Additionally, 
there is preliminary evidence in the literature that there has been increased earnings inequality, at 
least in average earnings across institutions. 

This study suggests that while these differences across institutions may be significant 
they overlook a substantial source of growing earnings inequality among faculty - increases in 
within institution earnings inequality. I use a national data set of faculty, rather than institution 
level data, to examine whether earnings for this group have increased from the late 1 980s to the 
late 1990s. Additionally, this analysis is the first to decompose faculty earnings inequality into 
the proportion of the earnings inequality that is attributable to differences in earnings across 
institutions and the proportion of earnings inequality that is attributable to differences within 
institutions. Furthermore, this study attempts to identify the sources of the growing within 
institution earnings inequality. 

In summary, I find that faculty earnings have in fact grown more disparate over time, and 
that this increasing inequality is the result of increases in both across and within group earnings 
inequality. 

II. Literature Review 

The existing studies that have examined growing inequality in earnings among faculty 
have relied on data from the American Association of University Professors (AAUP), which 
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reports institutional average faculty salaries by rank. Bell (1998) utilized the AAUP data to 
calculate the standard deviation of institutional average earnings for full professors. She found a 
general increase in the standard deviation of earnings for full professors, with the largest 
increases in the standard deviation of average salaries at private research and doctoral institutions 
(category I institutions in the AAUP definition). Similarly, Ehrenberg (2003a) finds growing 
earnings inequality in average earnings across both public and private institutions beginning in 
the 1970s. He attributes this growing inequality to increasing differences in endowment per 
student at private institutions, and increasing differences in state appropriations per student at 
public institutions. Bell (2000), in another AAUP report, took an alternative approach in using 
AAUP data to measure earnings inequality. She compared average earnings to median earnings 
over time. She found that average earnings were growing much more rapidly than median 
earnings, suggesting that the top tail of the earnings distribution was experiencing earnings 
increases that were significantly larger than those in the middle and bottom tail of the 
distribution. 

A number of studies (Zoghi (2003), Alexander (2001), and Bell (2001)) utilized AAUP 
data to demonstrate the growing premium of earnings at private universities versus public 
universities. For example, Alexander (2001) found that average salaries were roughly 
comparable between public and private research and doctoral university faculty in 1980, but had 
separated since then. By 1998, full professors at private research I universities earned 
approximately 29 percent more than their counterparts at public research I universities. 

This paper contributes to this literature by utilizing individual faculty level data, rather 
than institutional average data, to measure the level and increase in earnings inequality. The use 
of faculty level data allows one to control for detailed faculty characteristics such as rank, 
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institutional type, demographic characteristics, and field. Additionally, this paper provides the 
first decomposition of the variance of faculty earnings into the proportion of the variance 
attributable to differences in earnings across institutions and the proportion of the variance due to 
within institution differences in earnings. 

III. The Data. 

The data utilized for this analysis come from the National Study of Postsecondary 
Faculty (NSOPF; 1988, 1993, and 1999). These surveys of faculty provide nationally 
representative samples of faculty at three different points in time approximately 5 years apart. 
Because the surveys targeted slightly different populations of faculty, I limit the sample to full- 
time faculty with instructional duties, who are tenured or tenure-track, at four-year research, 
doctoral, comprehensive, and liberal arts institutions. The sample also excludes faculty in the 
health sciences (including medicine, dentistry, and veterinary medicine), as their salary structure 
is usually significantly different from those in the rest of academia. I also limit the sample to 
those who report their salary and whose reported real (in CPI-U adjusted 2001 dollars) basic 
salary from their institution is greater than $10,000 and less than $300,000. This last restriction 
will lower the variance of earnings, but will eliminate individuals whose salaries reflect only 
partial year employment, and prevents the results from being driven by a few unusually low or 
high reported salaries. Finally, I restrict the sample to those institutions that contain survey 
responses from 10 or more faculty members. This allows me to more accurately estimate both 
institutional average earnings and within institution variances in earnings. This restriction also 
lowers the estimated variance in earnings by disproportionately eliminating faculty from smaller 
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